
DIg .CT OF COI,UHDIA TA)( COURT

E9TA?E CI '  I IFLSI |  S.  IOCXr ' 'TI ,L,  c leceagedr)
RICIIARD P. WILLINIS, Executor, )

F-rLED

JUL 2l  1970
l , ) t , a , . .  ,  , l  L t , l / l t t L  J

Tol C -rrr

NO.  2113

Rcepondent.

)
)
)
) rcCKET
)
)
)
)

FII[DIliGs. CO$€LUSIOIiS, AND oPllilo]r

Decedentr! groas eatats lncluded 950 shlrea of Internatlonal

Nlckel Company of Canadar t lml,ted1 valued at $1051212.50 for

purposer of ledaral a8tatc tax t.rrd DlEtrlet of Colr"rnbla lnhcrltancc

tax. Thla amount Har duly re;:ortcd ln the death tax rcturna

f llcd for decodcnt 1n tebruary, 1969. Federal cstata tax uag

then acgeaaed and palde and D. C. lnhcrltlnce tur ln thc amor.rnt

of  9?1168.20 ynt  aatetsed and pald Apr l l  7 ,  1969.

In June, 1969, decedcntra executor trla advlacd by Inter-

natlonal Nlckelta Nav Iork tranafcr agent that lt rrculd not bo

posslbla to tnDafer tha atock to decedentra rcalduary legateea

untll recelpt of a cartlflcate evldenclng palznent of Ccnadlan

estate tax on the valuo of the atock. Notc that for purpotca

of Canadlan eatatc tax, the altua of thc ttoek la dcsttod to bc

1n Canadar thug estate taxablo thcrc, bocauao Internatlonal

Nlckel la lncorporatad there. Sec 1 CCH Canada latatc & Gtft

Ta:r Rep. Beclr 2O5Or.-3092 and 3104. Undcr thc Canada-Unltcd Stator

Ertate Tanc Convrntlon of 1961r thc country wbcre thc corporttlon

la organlzcd 1r cntltlod to thc dcath taxcr on auch trenaterr

of atock. 5 l{crtrDrE Lav of lcderal Clft & lstltc Taxatlon

lccr 1L.72 and fablo 8.
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Conaequent l l ' ,  tbe  ,cu tor  necaasEr l l y  pa ld  915r t  .31  to

dlschargc tho Canadlan estate tax and accompllah tha transfcr

of t l t lo to thc atock to decedentrs three reslduary legatcea,

Tha executor thrn f l led an arnendoci Federal  estnte tax roturn

ref lect lng the addlt lonal credlt  for forelgn death taxee, and

the Internal Revenuo Sen/lce allorrod a refund ln the amount of

s6,  449 .  48 .

On Fobruary 24, 1970, the executor f l led clalm for rcfund

of D. C. lnhcrltance ta:r ln the anotrnt of 9506.64r based on

the adjueted deductlons from grosr estate resultlng from the

Canadlan tax lcse thc Sedera l  tax refund.  (9 fS,830.31 less

S61499.{8 equala $9r380.83 net reductlon ln the anor:nts lnherltccl

by dcccdentra legatcoa.) The claln was denled by tha Departn€nt

of l lnancc and Rcvenus on Februata 27, 19?0. On Aprl l  21 1970,

thc U. tI Dlgtrlct Court for the Dlrtrlct of Columbla, holdlng

probate court, approved thc exccutorra eecond aeeorrnt, vhlch

lncluded tho 915r830.-11 pald out for the Canadlan egtate tax6s.

Thc casc at ber vaa fllcd Allrll 8, 1970.

Tho gtatutc ,and rcoul,atlona. Thc tctft of our lnhcrltanco

tax atatutc eaya nothlng on th. rubJcct of dcductlont frosr thr

groar value of tranrfcm by rcaton of dcath ln computlng nrt

taxebh tranlforg. Nor arc thcrc rny proYklong for cnditr

agalnat such lnhcrltrncc ttxot. Tltl. V, Art. I of tbc D. C.

Rcvanuc Act of L931t D. C. Codc tcctlont a7-1601 - 160? lnclurlvr.

Ae rlc ehsll aeer dcdtrctlonr .nd crcdltt arc allorrd, dcrlvlng

fron rtrtutory coDrtructlo:r. Our catatc trr rtetutor D. C. Codo

rccglonr {7-t60g - 1615 lnclurlvee .g.eLflcelly tctt out rl

a crcdlt rthr lrprrnt -o! rny crtrtc, lnhcrltrnccr legacy, or

rrrcccrrlon trx lerdully lnpoecd by rny Stato or Terrl,tory ot

ttr tlnlt d 8trtcr, in rclpoct ol eny prop.rty lnoludrd ln thr

grorr catrto lor ledonl rrtet trr purlp...re rrlth rn
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lmratcrlal provl.co. Tlt le V, Art. I I  of t l-rc D. C. Rovcnua Act

o f  1937 ,  D .  C .  Codo  sec t l on  , t 7 -1609 .

I?re Regulal lons of ths D. C. Dcpartment of Plnance and

; ievenus,  January l1  1970 cdl t lon,  conta ln a var le ty  of  "doduet lont

f rom valuat lon of  grosa estato"  (p .  241,  Lnc ludlng 9 l r00O for

funeral expars€r (unleas moro 1n provtded by wll l l  and aetual

and necegsary adrnlnlatratlon arcp€nrGr. SGc. 5(a) and (b).

Sectlon 9(a) of the Rcgulatlona al lova aa a cradlt agalntt thc

Dlstrlctro eBtatc tax nthc anrount of e.ny lnhcrltanec tcr lmporcd

by the Dlatrlct of Colrnrbla". Ssctlon 9 (b) tharoof provldce

that credlta agalntt th€ D. C. catate ta:r (accs. I and 5 of

Art. II, €!pEg) for ie;ttt€r lnherltancc, legaeyl or auceoaaton

taxea larfully lnpoecd bV any etltc or terrltory of thc Unltcd

Statesx must bc eubatantiated by a certlflcatc 'of ths propar

offlcer of tbe taxlng rtate or terltory"l wlth addltlonal

provlaos not natcrlal to thc prctont tltuatlon.

ConteFtLom. Thc Dlatrlct flndt that nclthGr "ln tha

rcgulatlonr nor ln thc strtutc ls ttrcrc rny provtelon for a

dcductlon fron thc groar catatG or for a crcdlt agrlnat Dlttrlct

taxca for taxcr prld to a forclgn country. t t t Slncc Congrcae

had not alloved thc deductlon of, Canadlan taxcs for Dlatrlct

tax pur1rcees, ae lt eould havo doncl thc dcnlal of thG claln

for  re fund r raa corrGet . '  (Br .  2 t  9 . )

Patltloncr contrnda that tha lnhcrltancc tarr by lta lnhcrent

naturs rnd thur by Congreerlonrl lntcrrtr !a aarorrcd on thr valur

of the proporty thrt thc bcnotlclarlca actually rccclvc -- h.ro,

$91380.83 lcrs than tbc vrlua rcturncd and aatcracdl ln ttrr

altcrnatlver thrt the.panadlan ortrtc tax 1r an actual end

naearrary orpcnr. incurmd !,n thc adnlnlctrrtlcn of thc ortetr

vlthln Sactlon 6(bl of tho RcAulrtlone (.Q,gnB).
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!!iS;11g;[se. 1'h" apparent anomaly of our two soparato doath

tn- t  s | - r tu tog ,  cne  on  tho  t rans fer  to  t l re  t+nof lc la r la t  { lnher l t -

ance tax) and one on the transfer from the docedant (cstato tar()

dleappears vhen the nature of thc so-.al led "cstato taxi  ls

nndcrstood. fhe "eatate tax" on resldenta exlets for tha solc

and cxcluelve purpoae of absorblng ths iqridlt allowad trndcr thc

provlalons of sect lon 301(c) of t l t la I I I  of  thc Rovenuc Act

of 1926, ct amended, or aa hercafter amended or rc-cnaetcd, to

the axtent that thc Dletrlct may ba entltled t t t fU sueh

credltJ, by lrnpoclng addltlonal taxeg, and the sanc shall bG

l lberal ly construed to effcct such pur;:ose." Coda aac. {?-1611.

Arc atated ln  H.RGp.  1016,  ?5th Cong. l  le t  9eaa.  on H.R.  7172,

pr 5 r "fhc purpoac of artlclc II athc catatc tu<J ls to aceura

the Dlatrlct of Colunble lta ahare of the 80 percent crcdlt

allorpd undor the provlalonr of tho Eedcral Rovenuc Act of 1926."

Even vlthout thc 'llbcral conatructloni prcacrlbcd by atatutc

lt ls plaln thrt our cctatc tarc la ncrcly anclllary and aupplc-

nsntal to thc barlc lnhcrltcncG tar(. 81ncc 1t ls mcaaurcd

cntlrcly ry tbc 8Ol3 Fsdcrcl qatttc tax crcdlt, vlthout any

dlrcct or lndlrcct ralatlon to dcccdentfa 6ttat€ or total Pedcral

and Dlctrlct tlx pryrblc thcrconr lt 1r not rcally an catate tax

at all. It haa bcon callcd a rplck-upi tanr to cqual thc maxlmurn

crcdlt undcr the 1926 fcdcral atatutc. Lcrtgl 'thc Ertato Taxi,

po I57. Therc 1r no contcntlon that thG D. C. catatc tax raa

thc eourcc of thc 9?1168.20 attctamcnt ln tha caec at bar. T'lrc

lascrsnlnt raa cntJ,rcly on account of lnhorltanee tax. Con-

acqucntly th. crtdlt provlalon of Code acctlon {7-1609 nllrd

on by rcalnndont aa thc beela for dlaallorlng trtro-c tlx pald

to a forclgn country (undcr th.r 'glgLf,g"e-Elg lnl$!,r rulcl lr not

rclcvant. thc reel lanrc 1re vlrcthrrr or not fuch prymt ahould

l,c allorrd ar a doductlon lrql grotr crt tc for purlnlrr of,

our !,nhorttrncc ter.
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Tno aJ.cn i f  lernt  Cocls lons of  our  U.  S.  Ccur t  o f  Appeala

at- rcngly  lnc i lcete t l ra t  t l :o  deduet lon nhould b,e a l lor raC.  Tt ra

f l r s t  1 r  D .  C .  v .  Fnv r l d r  126  t r .S .  Ap ,p .  D .C .  47 ,37 ,0  F .2d  261 ,

whan deeedentrs executor s1,+:nt $Ir089.78 on ftrnere.l  exponnot

and a grrva markcr and the Dopartment of Pinance and Revenuo,

purauant to eectlon 6(a) of the reEulatlons, auptrqr dlaallowed

the daductlon to the extent of 989.77. The court sustalned

the D. C. Tax Court rul lng for taxpayer, clt lng (126 u.S. App.

D .C .  a t  50 )

the fact that, for reasone deemeC proper by lt,
the Probate Court, ln approvlng the flnal account
of the Executor had allowed the deductlon of
$lr0g9.78 as a propor ehargo agalnst the groes
e6tate, thus reduclnE the amount comlng to thc
beneflclary, result lnq, l f  thc Dletr let w'ere
Bustalned., ln to<lng her on morG than thc valua
of what ahe reeelved. t t t The taxlng
authorltyrs actlon would result ln her belng
requirad to pay an lnherltance tar( on an anrount
whleh ahe never aetually recelved. Ttrle wag
error, and the Tan Court waa corrcct 1n lte
rul lng on thla polnt.

thc tecond cage ln polnt la !!1ggg v. P-e._gs, l0l U.3. App.

D.C. L?9, 217 l.2d 585, t*rere decedcnt lcft real ertatc to hcr

brothar aubJect to an outttandlng c1alm. Hcldr ths Dlatr lctra

lnherltancc tax la to bc aaacaacd on thc nct value aftar deduc-

tlon of thc anrount of thc claln, Thc court obscrved (101 U.S.

App.  D.C.  at  l8 l )

t t t Any other constructton of the atatutc
could lead to abcurd resuitc whlch wr curnot
belleve Congroaa lntended. For exanplo, to eay
lt waa leglrlatlvaly lntended that a devlsce
of realty rorth tl0r000 aubJoct to t rcrtgagc
of 991500 nrust pay an lnherltance tax on 9101000
atralna crcdulltyr f.or, 1f tha dcvlecc uerc a
brothor of thc tcstator, ha rould bc roqulrod-
to .pay a tax of 92{ ) although hc recclvod prop-
erty rorth on thc nrarkot and worth to h1n only
9500. Exanplca mlght bc glven utrotrcl on that
berlre tho tal nould devour tln rrholc dovlsc,

flJ It thcrcforc rcomr to ue that thc
only acnrlble vler of thc Congresalonal lntcn-
tlon le that lt rrc to requlrc th. trx to b.
computed on th. valuc of Vhrt thc bcnofiel,erlt
rctually ncclvct. !t I I
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Thus, l t  ls c lear that desplto the absencc of provlslon

for cq<luct lons from qro.ss estnte ln assosstng I 'nherl tanec taxos,

lsens of expense or drLt al lor.red tn the prot,at l  and r:odr:elng

thc value or anount tho benef lc lary rocelres ahould L'c subtrcetcd

ln thc corrrpnt l t lon of tax. In eases wherc the Dlstr letrs

lnhc.: l tancc tax doos not absorb the laderal  B0A credlt  agalnst

vhat rras called the nbaslc tax' i.n thc I9f9 Intarnal Rcvenuc

Code (nov aet ou'. ln a sl-clflc ratc cchedule ln thc 195f Codc,

and resulting ln a State and Dlstrlct aharo of about 2Ol( ol

total dcath tares), thc amount asscssed and pald rc lnhcrltanec

tax  ls  a  c rcd l t  aga lns t  thc  D ls t r le t rs  es ta tc  tax .  D.  C.  v .

Safe  Depog l t  &  Trus t  Co. '  72  App.  D.C.  I97 ,  116 l .2d  2 l r

Forsbcrqrs  ts ta te  v .  L : - - .9 - : . r  95  U.S.  App.  D.C.  90 ,  220 F .2d  I97 .

fba caac havlng bccn hcard on nptlon by both partlca for

rurmary dcclalon under Rulc 2O(c) r

Dcclalon vtll bc entercd for rcfu44

Robcrt H. t{caton
rludgc
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